by Marie T. Bradshaw, Daniel Roxon, and Max Lechter ¢ -—

kxports and Domestic Business ‘

EXFANSIDN in export business rtands out 3z one of the
important demand factors underlying the buoyancy of the
domestic economy in 1956. Maorchandise exports (exelud-
ing military aid goods) climbed to an unprecedented $16.8
Lillion at an aooual rate during January—October 1956, up
neaxly 20 percent irom the lilke period of 1956, Taken s
an sgeregnte, axports during 1956 claimed o Iarger share of
national output thoen m any year since the post-Korean
boomn period of 1951,
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During 1966 and throughoui the postwar period exports,
articuisrly of aprieywitursl items, hﬂva been facilitated by
vernment aid aod special finsncing sirangements. Ex-
ports {excluding military aid) over the period 104656 have
ated $143 billion whila Government net economtic aid

since the end of World Wor 11 has tetaled about $39 hillion.
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The major expansion in mavkets sbrosd during the sur-’
Tent year makes particulstly relevant the present study of |
long-run changes in the composition and direction of United’
States exports and their implications for the domestis .
economy. Fha review, which covers the pericd from 1925 to
1956, complements & somewhot similar analyeis of merchan-
dise imporis presented in the November 1955 issue of tha
Survey. Both studies have involved a complete roclassifi-*
cafion of the iur«mﬁ trade date into new commodity ente-

ries which can cotnpered with brosd domestic and™

oretyn indicators of production and demand as well as out-
put in individval domestic indwstries.

Exports and gross national product

The chart pictures the oversl]l comparisons of the move-
ments since 1925 of gross nanonsl product exp i
constant doliars and the volume of exporis of dumast&ea.]]ir-

Orver this long period the average yearly
inereass in the real groes nationsl product was 3 perecent
whils the annual increment in the volume of export, business
averaged 2.6 percent.

The 1956 ratio of exports to gross national product is near
the rabio sssociated with the post-Koresa scare-buying period
of 1951 glthough helow that of the years immedintely fol-
lowing World War I]l—partieular]y i 1847 when pent-up +
demands abroad resulied m & record volume of exports.
of the consecuiive annunl gains in exporis over thoe past
threa vears, however, has resulted in & higher relationship of
exporis io the gross natiensl produst. In 1954 exporis ex-
pended and thus aided in offeetting s modaerate dip in other
comnponents of the gross national produet, while in 1955
and 1056 the growth in ¢xport sales was proportionately -
rroater than the inoroose in domestic seles of the Nation's
overall outpus, .

The claim of exports on the gross national produck during
1958, moreover, ig relatively greater than during the 19307s—
including the vears immediately preceding World War IT
when exports had regained much of the ground lost during
tha repesgion of 1930-32, .

As compared to the 1920%, however, exporis—uotwith-
standing their vecont gaine—hnve declined zelative to the
gross national ];l)rodu(rt.. This developmeni, which oozt be
attributed mainly to the cha.nﬁ'es in the dow of dollers abroad
nnd other demands on foreign dollar resovrees, appanrs to hava
uiffectod mostly onr agricultural exporte ower this period.
From 1929 to Janusry—Seplember 1956 the quantity of
agriculiural exports inereased by about m:m-thilgl while the
gross nationai product in comstant dollars expandsd by
arcund 120 percent, Over the same period, the velume of
nonggricultural exports bad risen relatively faster thon the
gross national product—by almost 140 percent,

It 35 true thet the expansion in the volume of agriculbursl
erports sinece 19324 has been proportionstely abouk as great
28 the real rise in pross farm product w the long-term
increnss in nonfarm exports matehed an ammost aqual relative
growth in the volume of nonferm gross pstional product.
Yet the fact thet agriculivral exports heve continued
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throughout the entire period to account for o relatively much
¢ larger component of total exports then farm product has of
the aperepate national product, accounts in large measure
* for the deciie in the overali reiziionship betwean total ex-

_ports and totel domestic sutput,

In further evaluating the somewhat ter rize in pross

.. nations] product than in exports sines the 1920's it should
be noted that o considerable portion of the long-term rize in
gross national product has consisied of Governmeni services
and othsr nonmerehandise itoms,  Henes the ratio of exports

~ to domestic outpub of movable goods olone shows an even
more moderate decline than the ratic of exporte to the overall

. "grosz national product,

.» Notwithstanding their reduced oJaim on domesiic ouiput
since the 1920°s, exporis during intervals of declimng
dormpestic business activity have bebaved more favorably mn
the postwar period than in prewsr years, In 1948-49 ag

*“ well as during 1958-54, the volume of exports axpanded and
thus compensated in part for the slack in domestic demands.

“This contraste with developments in 1930-32 when 3 rels-

. tively sharper drep occurred in exlglortﬂ than in domestic
buziness, Jargely hecausze of the rapidly shrinking outfow of
United States cnﬁita.l. In 1937-38 exports also dipped al-
though on elightly snd relatively far less than domeatic

+ QUEPLE,

The relntionship between orts and gross wmations]

" product in current dollars would be substantially similar to

. that pictured in the chart. The ctrrent walue data, how-
ever, show & much steeper decline in exports relative to the
gross nations] product during the ewrly 1930°s.  Dwuring that
period prices of farm products, which weigh far more heavily
in exporis than in gross national met, moved downreard
considerahly faster than prices of other goods. Looking at
the more recant peﬂn-d, 1954-66, tha rige In the current velus
of cxports relafive to the curmrent vale of naticnal

* product is somewhnt less accentuated than that shown on

. the constant value chart due to the downtrend in axport
prices of some major agricultural export items.

Trends in the relationship of expartz to the s national
produet obviously Ofpmvida only » summary evelustion of the
changing elgim of exporis op domestic economic output.
Hence In tha disenssion which follows, broad shifis in the

T ecommodity strueture and divection of exports are snalyzed

P

Table [ —TDomestic¢ Ecporis of Agrionltural and Nooapriciadtam] Prodocta, by Econom e Categories, 192506
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and relsied to hasic developments ahroad and corresponding
changes in the output of major groups of domesiic industries.

Changed commodity structure of exports

For purposes of this study, exports have heen reclassified
inio four major categories: Capitsl equipment, consiating
of i and commercial trapsportation equipment;
?N@uwrs’ supplies nnd materials ineluding both eruds and

abrieated materinls (exeapt food snd droge) ; food and drugs;

and finished consumer items exﬁh frod and drugs. These
groupings, in tarn, have hesn subdivided into their respective
agricultnral end nonagricultural components.

The chart on p. 10 contrasts the patterns of change since
1925-2% in each of thess mejor categories of orts, and
llugtrates the extant to which nonagricultural ucis {ex-
cluding food and drugs), particularly capital aquipment, dom-
ina!:sg the rize in exports from the prewar to the postwar
periods.

In the first @ months of 1956 our foreign customers had
raised their doller expenditures for United States-produced
capital Bg\auipment to an aanusl rate of $5.2 hillion or by
nearly 800 percent a8 comparad with 1925-29 and by over 900
pereent 83 compared with 1930-3%. Exports of machinery
and commercial transportation equipment, morecver, com-

Tised nearly one-thind of total domestic exports during
anwary-September 1956, & share greatly in excess of thab
prevailing during either the 1920’ or the 1930's (see table 1),

Tha less epectacular but neverthaless sipnificant growth
sinca the prewar y¥ears in foreign purchnses of nonagricultural
producars’ supplies and msterials is also highlighted in the
chart and comtrastz sharply with the behavior of exports
of apricultural materiels over the same period. Whereas
in Janmary—September 1956 the value of exports of nonagri-
¢nltural materials had elimbed to $5.8 billion st an annusl
rate as compared with yearly aversges of $1.7 billion in
1925-2¢ and hawdly $1.0 billion in the 1930-30 period, the
current rate of agricultural raw material exports is scarcely
l:uﬁ];' er than in the yasrs 1925-20. The latter development
raHer Timnﬁ]y declining relative im&urta,nm of rew
cotton which comprised 18 percent of total Thited States ex-
porte In 192529 and considerably less than 3 percent in
TeLont years, . .

Notwithstanding its far less prominent role as a supplier
of raw materia]l exzporie, the agricnliural sector of the
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sconomy has aceounted for the bulk of the incrense sines the
prewar period in United States exporis of consumer-type
items. A compsrizon of the two lower papels on the chart
shows that during the postwar years shipments of foodstuifs
have far overshadowed our agevepaie oxports of n wide
range of finished consumer itams (execept food and drugs).
out the postwar ?armd, moreover, foodstufis have
comprized & considerably larwer component of total United
States s than during the 1930's while finishad consumer
itamns {0 than food and drugs} have become someawhat
less important relative to the overall axpors pieture.
_ The relstively minox shers of finished nonford consumer
iteras in our total postwar exports (less than 8 percent in
Jamary-September 1956) can he aétribnted, among other
factars, to the discrimination sgainst consumer goods 1n favor
of eapital equipment by measns of import and foreign ex-
change controls in many of our leading foreign merkata,

Devembar 1356

Shift to Western Hemisphere markets

Thess long-term variations in the commodity pattern of
United Stetes export trade obviously resulted to a major
extent frem shifts m the velative importance of our leadmg
export markets, each of which has displayed its own distinet .
pattern of commodity demsnd. Most pronounced among
surh shifts since the prewsr pericd has hesn ths fer grenter
prominence of Western Hemizphera countries, and the di-
minished role of Euw%i]tuﬁ countries, as destinations for
EInited States exporta. ia development, it will be recalled,
is anelegous 0 & somewhat similar seculor change in the
relative position of these areas as aﬂ]iars of United States
merchandise imports. Such similar shiits in the geagraphieal
pattern of both our exports and imports aa compared te the -

eriod before World War II are of course far from being
comcidenial, since the postwar rise in the guaniity and price

Merchandise Exports by Economic Categories

Excluding Military Grant-Aid

BILLIGNE OF DOLLARS

CAEITAL EQUIFMENT

E— T

FOOD AND DRUGS

[T KO- 54 55 L -
29 3 4% 53
s e BMHUAL AVERADE D m—

I#2s-  30-

*ricst akap ronrhe, o anuiml Fadek

L 5 LDrp al T o, Oy o F oo L

FRODUCERS' SUPFLIES AND MATERIALS

NORAGRICULTURAL FRODUCTY
AEMICULTURAEL FRODNCTS

OTHER CUMSUMER GOODS
(WL, PRSMCHGER UARS)

wes=  3o-
29 =9 EET
B JRRUAL AYERALGEY m——

Wb’ k"R i Tl Doy
Ed=d 3t



Detember 105G

of United States imports from Western Hemisphere eoun-

tries has contributed prominently to their purchasing |t

Moresver, the reemergencs in recent yoers of other mdﬁ‘timl

countries ns export competitors has not advaneed ““ﬁﬁ“,ﬂﬁ

to substontially diminish the dominant, pesition of the Uni
"Siatze as & supplier in thess markots.

Canada supersedes UK as leading market

Toble 2 shows thnt in Tecent years, incleding the first §
months of 1056, our customers in the Western Humiaphers
claimed around one-half of totsl United States axports,

- whereas in esch of the perigds 1925-28 snd 1930-39 their
cotribivned share agpregated abont one-third.

Churrently, Canada alona neconnts for one-fourth of our
total export soles. In Janusry—September 1856, Canadian
purchases in the United Staies climbed to & record annual
rate of §4.1 billion and were over 5 times as great as our seles
to the United Kingdom which had been the lesding individual
Eﬁtﬁ%ﬁmus export market during the prewar pericd {zea

e 2).
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KRise in Latin American export business

Although mainly due $o the declining importance of Argen-
tina az a market, the relotive expansion in Tnited Stotos sales
to Latin America a5 o whols was somewhat lesa ramarkable
than the eorresponding increazs in shipments to Cenada, the
growth in cerfaic individuel Letin American sxport markets,
parsicularly Mexico, Colombin, and Venszuela, wns propor-
tionaiely even greater that than cecurring in the vase of the
Canaddisn morket (see tobie 2).

Thase long-term gains in axports to Western Hemisphere
eountries are in part % reflaction of our ineregsad importance
relative to other exporting countries s & supplier of hoth
Ceanadisn end Latin Americen imporis. The share of the
United States in total Canadian imports rose from about
thrae-fiféhs in 1937 to pearly thres-fourths in the first half,
of 1956 while our proportionate eontribution to aggregaie
Latin Americop imports increazed over the ssme period
from about one-third te roughly one-half.

Table Z==Exports (including reexporta) by Continents aml Sclected Countrkes of Destinntlom,! 1925-56
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Impeact of U. 5. direct investments

TUnited States investinents ere & major factor contributing
to our sironger position in both these markets. During the
postwar yedrs Canada has been the most prominent count,
recaiving United States copital. The heary outflow of su
funds from the Tnited States has greatly facilitated the high
rate of developruent and expansion which has characterized
the Canadian economy in recent years and which, in turn
hes stimulated Canadian demands for imported capitnf
-eq}upmeut, industrial materials, and other goods.

n Latin America, the other major ersse to whick United
States ﬁ_ﬂvﬂtﬂ forﬁiﬁlil investment activity has hean directad
since World War 1Y, Venezuels provides an outstandipg
exampla of the link bstweem such investments and the
«Jemand for United States exports. To sn important extent
«ue to the large-scale development by Ameriean-controlled
compsnies of Venezuele's ]lzem:laum, and more reeently its
aron ore industry, Venezuela's national income in 1955 was
0 timee g3 great ag in 1937, Ovwer the same perigd, Vene-
suelen imports from the United States underwant a twelve-
fold expansion and climbed even further in the first 9 months
of 1956 1o an annuzal rate of over $600 million,

Declining role of U K market

Although during the frst three guarters of 1956 United
‘States nonmilitary exports to Europe wore 2t sn anaual rate
-of nearly 35 billion, the highest since 1847, Europe continned
ito -aecount for & considersbly smaller portion of our total
exports than during either the 1920°s or the 1930°s. This
«leveloprment reflects primarily the relative decline in shi
menits to the [Fnited EKingdom which sines World War E
has chtained o far greater portion of its import requirements
from the rest of the sterling area.

Although ovar thiz period Garmany snd Franee also
claimed a diminishing share of United States exports, con-
iinental European couniries 4s a group claimed shout one-
fanrth af st total exports during I%IEE and the first 9 months
of 1956, & portion nearly aslarge as during the prewar }?Hriﬂd.
“This reflects the currently v%mnter mportance of Na
lands, Switzerland, Greeca, Yugaslavia, and Terkey in our
overall exporta than in the years before World War I1,

New markets in Middle East and Africa

The emergence of new markets, partionlacly in Biddle-
Eastern countries where Unitad Stntes interests have mads

SURVEY OF CURRENT BUSINESS
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prominent contributions to the development of the patrolanm
industry, has also beon a noteworthy feature of our postwar
export trade. Exports to countries such as Iran, Ireyg, and

[

Saudi Avebis, almost negligible before World War IT, heve -

displayed an almmost steedy uptrend in recent years., Jsreel,
another larga
of private and Government aid has likewise become a fairly
%imﬁcant merkat for United States merchandias, sa have

siland, Egypt, and the Belgian Congo.

Exports to Asia rise faster than impores

twar reciplont of United States capital snd*

-

T4 is interesting to note that as compared with the prewar

period United States axports to Asis have risen relatively
much faster than our imports from Asia, while at the same
time, exports to Canada, Latin America, and Burope have
inereaged in very rouphly the same proportions az our
respective merchandise imports from fhese nrans.

Whereas during the prewar period Japan financed its
dollar purchazes by maintaining an export surplus with the
United Statea, during the postwar period Japan has finaneed
a sizable portion of its incressed dollar imports by menns of
United Stotes Government aid and recoipts frem TUnited
States militory expenditures. OQur enhgnced exports during
the postwar period to some other Asiatic sountries—par-
tm'-ﬂtggg Korea, Formosa, and Indochins, have also besn
finaneed to & large extent Ly Government aconomice aid.

Diverse trends in outer sterling area markets

Export sales to Indin and Pakistan, also consisting in part
of commodities shipped under specinl Government pmglmms,
have risen reln.t-weEvJ much frster as compared with the
prewar period than United Stntes mporés from these coun-
trias,
developad inte o far more prominent export maiket than
bpéom orld War II, but without the need for Government
aid.

United States trading relationships with Australiz snd
Nevr Zealand, on the other hand, have undergone an opposite
lon%-i;arm change, the expansion in exports to these two
sterling ares countries since the prewar period havieg been
refatively moderate, especinlly when contrasted fo the
corresponding rise in their sales to the United States.

Table 3.—Dlomestio Txports in 1955 by Geographie Aveas anid by Econotnbe Cotegories
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Demand patterns differ by area

Table 2 shows the relative weights of e¢nch of the four
major commadity categories in our exports to each continent
during 1955, L& conirastzs the remarlably similar patterns

" of demend on the part of Canada, Latin America, and Afriea
with the considerably different structnres of demaan
reflectad in our axports to Europe and Asia.

Whereas machipery snd commereial transportation aquip-
ment comprised over one-third of the total valus of our
exporta to Gnnads.t, Latin America, and Africs, it representad
c-nfy 27 percent of totsl United States axports to Asia and

-less than 16 percent of our aggregate shipments to Europe,
Moreover, finished consumer rtems (other then food and

' drufm)wn fairly substantial component of our ort trade
wit, estern Hemisphers countries and with jcs, AC-
counted for herdly 5 and ;ia]pﬁrcanh of total 1955 exports to

pectively,

Europe and Azinar&;
_ Although producers’ supplies and materials ranked in
imporiance with eapital squipment g5 an outstanding sag-
ment of Tnited States export trade with both Canada and
Latin America, this commodity cate formed an even
mors dorminant portion of o exports to the rest of the world,
particularly to Furope.

The extent 0 which Eurepean demand was concentrated
on producers’ supplies and materials and on foodetufis, is
especially striking. These basie items, which comprised over
three-fourths of our overall $4.1 billion of nonmilitary export
shipments to Borope in 1055, were relatively sven s largar
part of our total sales to prominent individusl Ewropesn
vostomers such as the Upited Kingdom, Germony, the
Netherlands, and [taly. _

Exports to Japsn were dominated by foodstuffs and
industrial supplies and materials to an even greater extent
than exports to Eurn Thiz was not trae, however, of
gxporta to b number of other countries in Asia and Oceania.
Sales of capitel equipment bulked la¥ga in our shipmenta to
Australia, New Zealand, Indis, Pakistan, Thailand, and the
oil-producing covniries in the Middle East. Middie Eastern
countries, moreover, also devoted a sizeable portion of their
total dollar expenditures to the purchase of durable consumer
gonds such as appliances and passanger cam,

. Due to limitations in the export statistics themselves, and
to the changing refative importance and veried demsand
charecteriztics of individusl expord markets within each
major ares, it is somewhat diffieuit to generslize and to com-

pate thesa recent patterns of demand with the patterns which
characterized owr trede with each continent diuring the
1920°s and the 1030%. Several outstanding chapges should

e noted, however, from the standpoint of their contribution
to the major shifts which have securysd in the overall com-
maodity strueture of our export trada,

Heavy equipment to Western Hemisphere

During the postwar period mnchinery and commerecial
transportation equipment have comprised a substantially
larper share of toial Ubited States axports to both Canada
and Latin Americe then during the years befere World War
II, o development which necounts in : easure for the
more prominent rols of capital equipment in the makeup of
our oversll exporis during recent yeors.

‘The more than ﬁwa‘[ultf rise in such sales to Canada from
1929 o 1955 and the even greater gain as compared with
1937, coupled with similar relative advances in Conadien
demestic mvestment, hnve been & major {pctor in the rige
of the Capadien gross national product, Decord shipmenis
of capital equipment to Cannda during 1956, moreover,
reflect new in Canadian expenditwres both for new

construction and for machinery and equipment,
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Onr currently high sales of capital ipment to Laotio
America, which reflect absolute and relative long-term gnins
rivalling those which qeeurred in exports to annda.,glika-
wise may be atiributed to the long-term growth of invest-
ment outleye in that area, inclu large United States
investinents. In reesnt years su expenditnres  have
claimed & considerably 1 share of the wotal goods and
services available to Latin ico s & whole than in either
1928 or 1937.

Since it is anticipated that n Letin America as well as
in Clanads, heavy construction activity will reach an all-time
high in 1956, it is not, mx;gmsmg thet construction and min.inﬁ
machinery, troctors, electrical inery, engines an
turbines and ather beavy equipment bulix in our current
saleg to both arags. Sinee World War IT, trucks and buses
and some obher forms of commercial ort eguipment
have alss beeome relativaly more important sheas In exports
to both aress, particularly to Latin America where nuch of
the recent incresse m new construction wctivity has been
in hichway deveiopment and imprevemsnt.

Accelerated development and expansion pro 5 io &
number of munﬁ'lesﬂ?n Amis apd E?m hove hme con-
tributed to the incressed relative importance of capital
equipment in our totol exports as comparad with the prewnr
pericd. Nevertheless, in 1955, Canads and Latin Americs
anch zecounted for bhetween 25 and 30 percent of oversll
export sales in this catepory.

Consumer goods sales to nearby markets

The dominant rola of the rast of the Western Hemisphere |
43 & market for finjshed ¢onsumer goods {(sxchuding food and.
dl;](.f&} was afen o notable fenture of owr postwsr export.
trade. As a group, Western Hemisphere countries ae-.
two-thirds of total United States exports.
in this category during 1955, & portion eongiderably grester-
than before World War 1L,

Rapked in order of thoir importance, the threa top cus-.
tomers in 19656—Canada, Veneszuela, and Chba—aconunted
for neatly one-half of our total foreign sales withio this.
group. Theae thres warkets, significan enough, arc.
omong tha few which heve been relatively free from import.
and excbonge controls during the poetwar peried, In
Mexico, which rivaled Cruba as a market for Ametican con-.
sumer gods, import and exchange controls have also been
considerably less restrictive than thass snforced by the-
majority of other countries.

counted for near

Exporis of redio, TV, and applionces

Exports of radio and TV, electricnl npplinnces, and phono~
iﬂphst.hanld rm:n{"iﬂ :l:'ara amnong thut?le COBEIIEr 13:11119 t}';r

ow the larges ive gnins since the prewar .. Im-
1956 sales to Western Elamiaphere countries Eﬁumod 23
percent of our axports of radios and TV, nearly three-fourilic.
of total foreign solea of electrical applinnces, and two-thiides
of our axports of phono%mphs and records, Perhops avon
more interesting i she faet that Conads by itsel! cleimed
& share of over 45 ent in aggregote United States axporis
of these thres products,

Smeller gains in passenger car sales

Whereaa exports of passengar onrs to Western Hemisphere:
countries had meore thap doubled frowm 1920 to 19565, ship-
ments to the rest of the world gained hy one-third. Eume-
Ppann purchases rose by even less than ene-third whilk sales
tduclgustmlm ond New Zealand showad o large absoluse-

ecline.
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It is true that in 1955 the dollar volume of passenger car  the lomg-run decline In cur sales of petrolenm products in
sales to Asiatic couniries wes twice as high as @ 1029, European merikets. In the prewar period, when Ewropean
while exports £0 the Union of South Africa—our outstanding  refineries had a far smaller ca]pa.cit- than i recent years,
market 10 Afrioa—had enjoyed an even greater relative etroleum products, particularly lubricating oils snd gaso- -

expangion.  Tha latter two markets, however, accounted for a, had comprised well ovar 10 pereent of the value of our
aboui one-fifih of total passenger car exports in 195%, only  total exports of sil goods to Europe, *
hall the share accounted for by Lagtin America slones. In the case of Asia, somewhat similat changes appesr in

Bnles of most other m:g‘nr types of nonfood eonsumer goods the ]nnaﬁ;run pattern of demend for producers” supptios and *
exports—including textfles, leather goods, snd durable materials. Over the entire period under sbudy, Asia, eape-
houeshold equipment othe* than oppliances—to Canads  «dally Japan, has ranked second to Europs as a t ?qr

and other Westarn Hemisphere covntries sitnilarly exceeded  Tnited States ecotton. Although sales of unmannfeetured .

our sales 4o the resi of the world. cotion te Asia have hesn maintained to a relatively grester
L extent than to Europe, during recant yesrs sgricultura] raw..
Limited consumer goods sales 1o Europe matberials ag a group have representied a far smaller shave of

out totel sales to Azin, as well a5 to Europe, then before—-
In Europe, Belginvm and Switzerland stand out as fairly  World War II. At the same time, & number of nonagricul-
significant merkets for American consumer goods, especially  $ural materials, inily coal, fertilizers, insecticides, and
poassenger cars.  Excluding purchases by these two couniries, Indusirial chemicals, have become prominent items in the ,
smounting to ronghly 570 million in 1955, Enropesn expendi-  reeent makeup of our overall sxports to Asis.
Rty B100 milton b fon Sommire merar e ety Industrial Is ‘
mullon. ew coumiries, morzover, noto i 1 rbv o
Swedgn, France, and the Netherlands ascovnied for the bul i materials to ned by reds .
of these purchases. . The guistanding contribution of Canads and Latin Amer-
Agide from shipments to the Western Hemisphers and  ira to the long-term overall awin in exports of industrially-
these five Furopean countries, the Middle East, the FPhilip-  produced supplies and materials should be noted also. In
pines, and South Africs account for mest of our remaining 1955, ehipmenis to Canada alone, amounting to over 31,2 *

current axport gales of such consumer and-itams, Eillion, ware three-fourths as large as our sales in this catagor
. . to all of Europe, while exports to Latin America aggljegﬂ.teg v
Wide gains in nonfarm basic exports well over 1 n, Such sales to Western Hemisphere

i ) covntries, moreover, have displayed an even greatar long-
In contrast to the long-term gains in exports of capital  term growth than our exporis to Pe.

equipment nnd consumer poode which were concentrated Throughout the postwar period larger sales of a varisty
to o lorge extent in Western Hemisphere merkets, the rise  of prodycts, including chemicals, toxtile materials, paper,
in exports of nonegricultuval Taw materials reflects acceler-  jron and steal, and gless and other miscellancons buildi
ated shipments to every continent except Oveania. On the  mpperials have characterized the overall growih in so
other hand, the relative long-run decline in sales of agricul- rta to Weatern Hemisphere countries. In these markets
tura} raw materials, dpmtmulﬂﬂr womamwiactured cOWON,  galos of chemicals alons (exeluding drugs and medicinals) ~
wis almast antirely due to the weakening of demsand in anded from less than £100 millien in 152% and 1937 to .
Europe, well over $450 millisn m 1055,

Europe shifts to nonagricultural materials New food customers afier World War IT

Europe has continued to constibute the largest forcign Highlighting the shifts in foreign demand for United States
market for both agrieulturnl and nonagricultural supplies  fondstuffs ul:'lf} the perited undlgrn study were the longTun ™
and materials, The pattern of European purchases, how-  deolining relative importanes of the United Kingdom as a .
aver, has undel}cm major changes. ereas I 1929,  yy45ket and she emergence of & considerable number of new
European. expenditures for imports of producars’ supplies  gnd jmportant markets after World War II. The United
from the Uniied States bad been almost equally distributed  Xingdom, which purchased 30 percent of tha total value of
between agricultural and nonagrienltural materals, In 1955 {Inited States food exporis in 1929 snd 1937, accounted for -
Europe spent mare than twice as much on nonegricultural  fazs then 8 percent of our feed shipments whrond in 1955,
supplies as on agriculural vaw materiale. On the other hand, & proup of reﬁl,t.ively new customers, '+

In 132% and 1937, respectively, wnmanufactured catton  whose agpregate shave in the total was hardly 10 percent in
had necounted for about onefourth snd one-fifth of our  these same two prownr yeers, provided markets for noarly ~
sggregate sxports t¢ Europe.  Although during 1955 cotton 45 percent of total United Btates food e in 1955.
prices were nearly 80 percent higher than in 1929 and nearly  Hesding the list of these new customers wns Japan which in
200 percent greatar than in 1937, United Stotes zales of 1055 constituted the leading overssas market for Ameriean .
wamanafactured cotion to Europe were valuewise only & food. Also prominent were Yugoslivia, Spain, India, Israel,
fraciion of our shipments in 1929 and were aven lower than  Egypt, and ofther countries with whom in eramental
in 1937. While in 1955 the value of exports of unmanufac-  agreements had been coneluded for the sales o ing, fats
tured tobacco to Euvope was more than twice as bigh 45 in  apd oils, deiry producis, jrviis snd other fmg?uﬂs Al
1929 and 1937, this was mainly o reflection of the highev  ggriculturel items in surplus domestic supply. Shipments
tobaceo prices prevailing in 1553, under such agreements alss comprise n mnsid{::t‘ghle portion

By way of contrast, a twnber of industrially GEmd_uced of pur current food Eﬁtﬂ:‘tﬂ to traditional foreign marksts
items such ns coal, steal serap, synthetie rubber, chomicals,  ineluding the United Kingdom, Germany, and the Nether-
and synthetic textile meterials, which had been relatively  lands. .
ingignificant or negliﬁﬂihle in eur export business with Europe L. . : .
before World War II, comprise a major segment of ourrent  Gains in drug shipments to Western Hemisphere
United States export sales to thot continent. Heavier ship: o
ments during recent vears of these and other industriel On the other hand, the exponsion in exports of drugs and
materials B‘u51 as metals and steol hove fay overshadowed — medicinals by over 12 times since the prawar period can be
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primarily associsted with increased dermands deva]opireﬁ in
the vest of the Western Hemisphere, particulady in those
countries where United States companies have established
facilities for the manufacture and distribution of such prod-
ucts. Ranked in order of their size in 1055 our la!:uiing
Wostern Hemizphere markets ware Mexios, Cansda, an
Parnama, While Wastern Hemisphers countriss have ac-
counted for wall over half of the long-term advenee in dru
exports, the larga-acale gains inmarkets elsewherein the world,
parﬁinu['a.rl_‘,r in Belgiurn, Jtaly, Japen, and the Philippines
wers also mojor sontributing faetors,

Export and Domestic Production

Befora proceeding to the analysie of the sifects of exports
on individwal domestio producers, it should be noted thad
mueh of the production dats used herein for the wide renge
of commaodities making up United States exports are based
on praliminary reporte from the 1954 Census of Manufac-

Tabla 4.~—Distribation of Exports by Share of Domestie Production
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turez which bave enly recontly hecome available.  Althowgh
the conclusions drawn below from the expert-production pat-
tern in 1954, ns compored to ealier years, ean genecrally be
considerad to 2pply to tha most recent years it is significant
that almoat 60 percent of the total $3.7 billion rise in domestic
exports from 1954 to January-September 19568 origﬂmt—ed in
the copital equipment and foodstuffs indnstries which aes o

group rely on ri merleta to o far greater extent than
other segmnents of domestic industry (see below). 'This s:bg-
geats that the 1954 dats may considerably understate the

eurrent mnpact of exports on domestic production. Hence,
wherever possible, more Tecent produetion information for
individuel indusiries is used throughovt the discussion.

Changing pattern of exporis to production

MNeoarly 45 percent of thiz country's total exporés in 1054
wis supplied by producers whaose foreign sales wera 10 percant
or maore of their overall ouiput (see table 4). Ewven more
si%niﬂm_nﬂy one-fourth of ullpex];lﬁrts in that year cama from
industries whose fureilin sales comprised more than 20 per-
cont of total seles. 1037, as in 1954, shout 45 percent
of total exporis originated in indnstries shipping 10 percent
or more of their production to foreign countries. In 1929,
however, the comparable share was over G) percent.

A pumber of induestries which in 1629 had exported 10
percent or more of their total cutput currently ship less than
10 percant of thesr averal]l production abroad. Some of Ehese
indusiries, such as those producing plazties and zynthatic
resins oo other industrinl chemicals, were actually am
those which sxperienced lonp-term gains in export sales ant
which currently account for a larger portion of our tosal
cxpert busineas than they did in 1928, Export shipments by
such industries, notwithstonding thejr larpe-scale expansion,
simply fuiled to keep pace with domestic marketings which
have undergonc an even ter long-term growth.

A oumber of ather mglxem which both before and after
the war have Bxportﬁg more than 10 percent of thelr entire
output presently account For a smaller share of totol exports
then in the 1920's. This is especially avident within the
producers’ supplies and materials category and reflects in
great measure the failore of cerfain agricultural produces
to advance their foreign sales at the same rate ag nonagri-
cultural produccrs, snd in some cases 10 maintain even their
former velume of foreign shipments.

Certain new industries, on the other hand, whosa foreign
zalas were naﬁ]jgihle ar nonevistent in the twenties (s g,
synthetic textiles, rubber) have provided a substantial new
ingrement t¢ exports in recent years although representins
less than 10 percent of the indusiry’s produstion.

Table 4 shows that the sharp uptrend in eapitel equipment

rts over the pericd under study has been sparked &y tho
ralativ mora eXxport-dependent industries, that is, thoss
which distributed 10 peveent or more of their output in
foreign murkets, Such industrics provided 60 percent of
all eapital squipment o t5 in 1954, about the same
portion as in 1929 and slightly less than in 1937. Producers
that shapped 10 ‘}Jmant- or more of their putput abroad lile-
wise contributed over 80 percent of ell exporis in the Food
and drug category during 1954, o share greatly in excess
of that in 1937 and almost equel to thot in 1929, By von-
trast, in each of the two other major caterorics of axporta—
producers’ suppliss and materials and nonfood consumer
goods—the portion of foreign sales supplied by industries
exporting over 10 percent of their output deelinad in 1954
as compared with both 1929 and 1937 (see table 4).
As a ponsequencs, the capital equipment and the food and
rug cetegories in the more recent perivd heve eontributed &
rising shara of thoss sxports which constitute “10 percent
ot mare” of production (see tohla 5),
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Machinery exports are greater share of ouiput

Within the capital equipment ﬁntegormpﬂrta of machin-
ery sinee 1929 grew considersbly more i exports of com-
mercial tropsportation eguipment. Nearly 756 percent of
machinery salea to foreign countries in 1854 can be traced
to industries which exported from 10 to 30 percent of thair
production. In view of the heightened postwar demends
of the demestic ceonely for thelr products it is doubly
eignificant that o number of the major industries within this
g&lggp were able to export o grenter shove of their total outpué

in the yesrs before World War 1I. Prominent among
such industries were producers of construction and mining
cquipment, textile machinery, paper bag and boxmaking
snd o vamaty of other '‘specialized’” machinery relatively
new in our export trade (plastic aad rubber processing
devices, industrial separabors, hent exchongers, eic.).

Table S.=Djstribution of Exporis Which nt 1 Fercent or
Maore of Fradoation, by Major Categories
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In recent years nearly 3 percent of total exporis of con-

struction, xcavaiing, and related sguipment wos
produced hy industripe which marketed not less than 10
percent of their production in foreign countries. The von-

strugtion and mining equipment mdustry slone, which in
1954 accounied for more than half of tha nggl;ngln:e CXPHNtS
of this group of related industries ns a whole, eted mors
than one-fourth of ita output into foreign markets. In 2029
this industry had marketed abroad less than 20 percent of &
far smaller cutput {see table 6).

Tractor exports parallel domestic outpus

Foreign sales have alse provided an impetus to the long-
term growch in domestic tractor production. The fourfold
cxpansion I tmector experts, ineluding mdusitial types,
ginee 1028 has wvirtually parslleled the rise m domestie
roduction over the same period, with exports aceounting
or 33 percent of total outpub m 1929 and 30 percent in 1954,

Tabde H—Exgiortd of Frincipal Machirery Tvens
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The 1954 axport-fo-production retio for tractors was the
highest in the entire machinery group. Although the ratio
declined mederately to 26 percent mn 1855 thos does not
nocepsarily denote a dropoff in the =trong postwar foreign
demanid for tractors preduced by United States manufactur-
ers. Such producers have grently stepped up their cutpud in |
affifiated enterprises abroed. Produetion originaiing in thase
foreign facilitics has sotisfied a_growing sagment of foreign
demeand arising from both within and without the eountres
in which such facilities ae located. Notwithstanding thag
such production alse affectad expeorts of agrisult ma-
chinery, foreign sales represented at lcast 12 percont of
domesiic output in 195¢ (sse table 6). _

This table also shows that the uptrend in exporés of such ™
products az mechine tools, inte combustion engines and |
band tools has likewise contributed heovily to the long-term
growth in cutput of the supplying indusiries,

Aireraft producers benefit from exports

Expandi oris of commercial transportation equip-
ment qveru%mgxﬁm <term; period have likewiss atimulaged
domestic preduetion in the major coraponent industrics of
this cfroup—a:ircrait., railroad equipment, and somrnercinl
wehicles (frucks and buses). In 1054 industries which de-
voted 20 t or more of their output to foreign sales
accounted for four-fifths of agpregate exports of transporta-
tion equipment {(exoluding antomobile parts for which com-
pargble produetion data are not syailable).

The promigent contribution of foreign sales to domestic
production s especially noteworthy in the civilian aireraft
mdustry. Here, exporis in 1955 were over one-third of total
output, far eclipsing the 10 percent in 1929, The emergence
of commarcial aircraft exporis from its infint status in
foreign trade three decades ago is evident by somparison
of the £140 million apnusl rate of exports in January—Sep-
tember 1058, representing over 10 pereant of all eommareial
troneportation equipment sales abrogad, with ils 1925-29
average velue of 32 million. The status of ordes (as of
Dotober 1938) from forsigm-flag siviings foretells the con-
ginued expansion of United States shipments in 1857, with
larga doliverics scheduled beyond thet as shipments of
large, high-priced, jet-powcred planes get underway.

Exports support railread equipment output

Although the growth since the twenties in railroad equip-
ment exports ae A group has not been es(f-umnléy outstanding,
foreign sales have ab various times and for different indus-
trics within the group perfortned an essentiel role in holater-
ing domestie production. This is strikingly illustrated in
the ease of radroad or cars in 1954. In that yeor
Inrge shipsments to Coanada sorved to brake the production
drap and hoosted total foreizn sales to 240 units ($¢1 million),
over 40 percent of fotal outpus. With the completion of
Clansdian ordere and the su uent upturn o demestic
business in 1853, the proportion of prodection exported
declined to 1O percent, still substantially above the 6 percent
exported in 1929, whileno foreign sales were rocorded in 1937,
United States railroad equipment manufacturers are sctively
cultiveting forcign markets by deaignin,\i products for export
thet meaet the peculiar raflroading problems of their foreign
cusbOInErs.

Truck expeorts smaller share of output

In contrnet to the greator contribution of exports to
domestic ovtpnt in the aireraft and railvoad aquiprnent
industries, rising foraign sales of trucks and busaes have failed
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" to keep pace with the far grester gains in domestic sales.
While exports In 1955 zecounted for as much as 16 percent
roduction, fable 7 shows the steady decline in this

of total pr :
< relationship from the 20 percent in 1929,
* Table 1. —Exports of Princdpal Comoersial Transportation
Egquipment
— ——
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The increase in United States truck and bus exports over

e with the unprec-

this period heas likewise failed to keep
ioles in use outside

edented rise in the number of such »
. the TTnited States. This iz the result, on the one hand, of

afer Jocal produciion in previcusly 1uga foreimn markets
-le 2, Austmﬂa}, snd on the other of increasingly effsctive
competition from the United Kingdom and ¥ in

Earope and arses outside the Western Hemisphere.

Producers’ materials less export-dependent

The substential long-term rise in exporis of producers’
supplies and materials, though not so great as the growth
in capital equipment exports, was characbenized by & shift

- away from the relatively more export-dependent agriculinral

commoadities to the relsiively less Expurt-d?&nfiqnt nonagri-

enltural commeodities. Table 1 shows the declining share of
gericultoral eommodities in the total category of producers’
supplies and materials from almost 40 percent in the 1925-29
pertod to 34 percent in the thirties and finally to 16 percent
during the first three quarters of 1856. The resulting effact
_ on the export-to-production relationships for the mtegmglas
a whole i3 shown in 4sble 4. Whereas in 1920 produsers that
. marketed 10 percent or more of thelr output abroad ac-
counted for 60 percent of all exports of that category, simi-
larly export-dependent producers contributed enly 45 per-
cent of the total in 1037, and in 194 just over one-third.

_ Pronounced decline in cotton and tobacco

The diminished share of apricultural raw materinle ex-

ports wos dominated by the ing in cotton and tobacco,
Although exports of thess products in 1965 still accounted
for about one-fourth of their reapeciive crops,
sented a long-term drop from the 45 to 50 pereent ahsor

by foreign markets in 1920 and the 30 percent in 1937. This
downwsard movement 19 expected (¢ be reversed in 1956=-57

when exports, stimulated by United States Government sur-

plus disposal 1E:ﬁﬂ-gt'ﬂ.ﬂl:ﬁ,. takas a far larper sharve of the
curtent crap than in any recent year and approach the rate
of sarlier periods. Up to the present, at lenst, the in-
crease since Wworld War IL in foreign marlzeti of other
expori-dependent agriciitural materials, like tallow and fax-
seed, have been insufficient to offset the long-run decling in
gotton and tobaceo,

408807 *—B0—38

this repre-
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U. S. leads in manufactured raw materials

The aw‘i.n‘ﬁlin our industrial markets abroed, particularly
Europe, to the greater usa of manufacturad raw materials of
the newer type—synthetic fibers and cloth, synthetic rubber,
Plastics and relatad chemicals—reflects a chenging patiern
of industrial raw meterial consumption. Despite neing for-
eign Jemand in recent ﬁaars. however, domestic purchasers
continue to provide the dominant market for these matenals,
with foreign sales penerally accounting for less than 10 par-
cent of production. The capital-intensive nature of the
syathetic and chemical induetrics and the complex produe-
tion processes involved suppests that production in a number
of foreign countries has expanded 8% & slower rate than de-
mand, requiring grester imperts from the United States.

Record coal exports bolster output

Record con! exports in 1355 and 1956 were & prominent
Tactor in bolstering proviously sapping domestio coal output.
Bueh shipmeniz have ammlemﬁ at nn even faster pice
than Tising domestic sales and sccounted for 11 percent ol
total output in 1955 and hearly 14 percent m the first
9 menths of 1956, compared to 8 percent in 1954.  Rapidly
rising stesl production in Europe and Japan, which has
i;lﬁiiﬂgéd soverely on svailable resources in these aress, has

ed for substantia]l acquisitions of coal from outside
sources. L6 has been estimated by the European Coal and
Steel Community that for svery 1 percent inerense in steel
production, & half million more tons of coel i consumad,

Table 3. ~Exports of Prinvipal Froducers™ Supplics end Materials
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Record exportz of steel serap can likawise be tracad to the
unprecedented rige in steel output abrond. Such foreign
sales were of particuler significance to the ssrap dealers
on both Enst and Weat consts who froquently find foreign
markeis more profitable thon sales to the large mland
domestic steel-producing centers. These dealers supplied an
sstimated fwo-thirds of all scrap exports in. 1935,
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Diverse irends in consumer goods

Table 4 contrasts the strikingly reduced export-dependence
of finighed (nonfood) consumer indusiries as a p
with the sustained relative dependence oo foreign of
the food and drug group of producers. In the Istter group,
producers marketing from 10 to over 40 pereent of their output
sbroad aceounied for almost two-thirds of all food and drug

Table 9 ~—Exports af Principal Food and INug [tems
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exports in 1954, almost double the portfon accounted for in
drought-afected 1937, and only alightly below the 62 percent
of 1929. By contrast, tha poriion of {otal foreizn sales of
finished (nonfood) consumer goods supplied by indusiries
exporting 10 percent or more of thelr ovtput dipped sharply
from over 60 percans in 1929 to juat 3 percent and 5§ percent
vespectively in 1937 and 1954,

Exports top growth in food output

The sacular upward trend in demestio production of virtu-
ally all the mnjor foud products has been exceeded by en
even grester long-tern rise in the volwme and value of

Decambar 1956

foreign marketings. Last yvear the following proporticns of
dm;lg;lt&c groin production went. abroed: Wheat, 28 peveent;
rice, 26 percent; grain sorghums, 22 percent (see table 4.
Eliminating the quantities thai go inte storage snd con-
sidering thoae that go into actusl usa, exports aceovntad
for even greater percentages of output marketed: Wheat, 32
percent: riee, 48 pareent; and prain aoyghumes, 21 percent.

Tabla 1t—Exporta of Priuaimuiahad (Monfood) Consumer
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Table 9 slso contrasts the outstanding prowth, and che
considerable significatice to ncers, of exports of fats and
oils and dairy products, with exports and the declinin
imperianee of foreign mavketz 1o producers of frech an
processed [ruits.

Tha pioneer position of the United States in the produstion
of antibiotics, yaccines, serums, and other drugs and medi-
cines, combined with ﬁe&tar efforts after the war to improve
publis health—eepasally in the newly independent countries
of the Far Kast—has propelied foreign sales at an even faster
elip than domestic marketings.

Passenger cur exports lose ground

The diminished contribution of export sales to production
of nonfood finished conzinner goods in the ageragate, dlready .
mentioned, reflects preponderantly the dwindling volume of
E::sauger cAx in foreign markets while domestic business

enjoyed woprecedented prosperity. Foreign sales, 10
g)eruent. of total domestic putput in 1929, arcounted in 1955

r only 3 percent of production. In the expanding world

market for mn cars the United Siates bas stendily lost

ond, its irlii g from over 40 percent of world exports
m 1938 to less than 20 percent in 1056, While sxchange re-
strictions wers undoubtedly sn impertant factor in this
development, high gasoline and otber taxes in many parts of
the world alse contributed to thiz trend.
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